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What Others Are Saying 





PPLICATIONS for increases in automobile insurance rates have been met with less than jubi- 
lation among Tennessee automobile owners. 

More serious thought, however, recognizes that insurance companies have been the objects 
of large jury awards and expensive repair bills. It is necessary for them to take in more than 
they pay out to remain in business—and motorists need the protection insurance affords. 

One thing in these applications which should afford pleasure is the proposal to institute a 

safe driver’’ plan by which the man who obeys traffic laws and avoids accidents can be 
rewarded with a reduction in his insurance premium. 

This seems like a step in the right direction, rewarding the driver who drives safely year 
after year and penalizing the careless or ignorant driver by making him pay his share of the 


cost of settling for his wrecks 
Editorial, Jockson, Tenn., Sun 


The public is a parade, not a standing field of headstones, and the mind 


of man—as well as of woman—is subject to change. 
Editonal, American Banker 


It is time now—before our youngsters return to their desks—to inspect every school for fire 
safety to make sure that such a tragedy as the holocaust at Our Lady of Angels School in Chi- 
cago can't happen here! 

The National Board of Fire Underwriters reminds us of the importance of searching out 
possible fire hazards in our schools at this time; provides a detailed inspection blank covering 
37 items to be checked 

And certainly, one of the first orders of business when the new classes convene is to or- 
ganize and conduct a fire drill 

We can only feel safe about our children when we know their schools have the best pos- 


sible fire protection—and can be evacuated quickly and without confusion 
Editorial, Socramento, Calif._, Union 


Over 2,000 motor vehicle accidents have been reported to the Safety 
Responsibility Bureauy of our Mississippi Highway Patrol since July 1 and only 
about half of the vehicles involved were covered by liability insurance, ac- 
cording to an official announcement by Public Safety Commissioner Thomas 
Shelton. 

He emphasizes that under Mississippi's newly amended Motor Vehicle 
Safety Responsibility Law which became effective July 1, owners of the re- 
maining uninsured vehicles—some 45 per cent of the total—will be required 
to establish and maintain proof of financial responsibility against future acci- 
dents for five years. In addition, a security deposit is requived for the im- 
mediate accident. 

The new responsibility provisions are entirely fair and justified . . . Un- 
insured motorists involved in accidents can suffer big headaches when they 
attempt to comply with the provisions of the new act after the collision has 


occurred. 
Excerpt from an Editorial, Jackson, Miss., News 
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TIGHTENING A LINE @@ 
of communications 


By PAUL H. JONES, CPCU, President, 
HE INSURANCE INDUSTRY has 
ies to be a tremendous 
force in the American economy. 
Although no single organization 
or individual can take credit for 
the success of this essential ven- 
ture, there can be no doubt that 
cooperation between companies 
and agents has been one of the 
most essential ingredients. 

One of the principal reasons 
why agents and companies have 
worked so well together over the 
years is that they have always 
been able to sit down and discuss 
any problems that arose. In re- 
cent years, however, so many 
changes have occurred so rapidly 
in the business that this channel 
of communications has broken 
down to some extent. We are 
hopeful that in the near future 
this condition will be improved. 

We are happy to announce 
that a fine step in the direction 
of improving this condition is 
being taken with this issue of the 
Journal of Insurance Information. 
Beginning this month, every 
member of the National Associ- 
ation will be on the Journal’s 
mailing list. As a further step in 
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National Association of Insurance Agents 


Mr. Jones, CPCU, 
of Tucson, Ariz., en- 
tered the insurance 
business in 1934. He 
is a former president 
of the Tucson and Ari- 
zona Association of 


Insurance Agents. 


Yi 


Paul H. Jones 


this direction, the officials of the 
Insurance Information Institute 
have also indicated they would 
like to publish the views and 
thoughts of leaders of the NAIA 
from time to time in the Journal. 

As in any area of the free enter- 
prise system there are occasional 
divergences of opinion regard- 
ing systems, procedures and phil- 
osophies. Independent agents 
have many questions on their 
minds these days and they also 
have specific suggestions for im- 
proving the business. 

This new approach of the 
Journal should be of service to 
the industry because by improv- 
ing our lines of communication, 
as this step is designed to do, we 
should all profit and progress. 





Fields for Learning 


For the Industry's Toms, Dicks and Harrys of the Future: 
What Educational, Training Facilities Are Available? 


By Davis T. Ratcliffe 


BOUT TWO years ago the read- 
A ers of Education Exchange, 
the bimonthly paper of Insurance 
Company Education Directors’ 
Society (ICEDS), were invited to 
give unconfusing advice to an im- 
aginary father of three imaginary 
sons — Thomas, Richard, and 
Harrison—who were destined to 
go into the insurance business. 
The father was willing to send 
them to college for as long as rec- 
ommended and to let them be 
employed by any insurance com- 
pany with an excellent education 
(or training) department—if such 
a company could be found. 

Readers were to assume (1) 
that Tom had the ability to be- 
come chairman and president of 
a large insurer after some 20 or 
more years, (2) that Dick was 
capable of becoming in about 15 
years a department head of a 
large insurer or the manager of a 
large agency, and (3) that Harry, 
although a very nice boy, would 
never be able to hold a job 


that would require the intelli- 
gence and knowledge of a PH.D., 
an LL.B., a C.P.C.U., ora C.L.U. 
Only three replies were re- 
ceived: one from an insurance 
executive of 40 years’ experience, 
one from a junior executive of a 
small insurer, and one from a re- 
cent graduate of the Wharton 
School. The three recommenda- 
tions were much alike, their con- 
sensus being about as follows: 
For THOMAS, the future chair- 
man and president: four years 
of liberal arts, with emphasis 
on such courses as economics 
and sociology; then an M.B.A. 
from a college with (1) a major 
in insurance, and (2) superior 
teachers of insurance; then the 
five C.P.C.U. examinations; 
then on-the-job training under 
the personal supervision of a 
full-time director of education 
(or training). 
For RICHARD, the future de- 
partment head or agency man- 
ager: four years for a B.B.A., 


THE JOURNAL OF INSURANCE INFORMATION 3 











FIELDS FOR LEARNING 


with a major in insurance; then 
the three exams of Insurance 
Institute of America (1.1.A.); 
then on-the-job training, as 
above, while preparing for the 
C.P.C.U. examinations. 

For HARRISON: four years in 
college. “This would do him no 
harm and undoubtedly, whether 
it makes sense or not, would 
help him to get a job. However, 
the subjects he would take 
whether insurance or chemis- 
try or Bible or physical educa- 
tion—would not matter at all, 
either one way or the other.” 


Bu recommendations have 
prompted at least two ques- 
tions: (1) How many Thomases, 
Richards, and Harrisons does the 
insurance business need? (2) Are 
the colleges and companies able 
to provide the recommended ed- 
ucation and training? 

How many Thomases do the 
property-casualty companies want 
to hire each year? Certainly not 
many 
all trainees. There actually is very 
little turnover among the mem- 
bers of top management and it is 
quite wasteful for a business to 
hire and train too many brilliant 
young men. 

How many Richards do the 
property-casualty companies want 
to hire each year? Nobody seems 
to know, and nobody seems to be 
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certainly less than 1% of 


trying to find out. And the an- 
swer is important, for without it, 
how can the colleges plan ahead 
with assurance? Headquarters, 
United States Air Force, lets its 
Training Command know how 
many pilots and navigators will 
be needed each year — and, to 
speak gently, that helps a lot! 

How many Harrisons do the 
property-casualty companies want 
to hire each year? Quite a few, 
for not many of the jobs require 
an M.B.A. degree or a bachelor’s 
degree with a major in insurance, 
or a C.P.C.U. designation. (And 
although the demand for Harri- 
sons is great, the supply of them 
is even greater—and that is why 
the salary of trainees is nowhere 
near as grandiose as most of them 
Say it ought to be.) 

In any event, it is certain that 
the three sons will have no 
trouble in finding good colleges 
in which to spend their happy, 
carefree undergraduate years. 

Also, it is certain that Tom and 
Dick will be able to find an abun- 
dance of evening schools of busi- 
ness administration which will 
give them excellent instruction in 
the specialized knowledge re- 
quired to pass the C.P.C.U. ex- 
aminations. 


A rer Tom and Dick and 
Harry have entered the insur- 
ance business, what kinds of 








on-the-job training programs will 
they find? If they are good 
enough, or fortunate enough, to 
be hired by any of the companies, 
some large and some small, 
which have full-time educational 
directors they will receive excel- 
lent on-the-job training. Unhap- 
pily, though only a few property- 
casualty companies have compre- 
hensive education or training 
programs; many of the young 
men who enter the business every 
year are unable to expedite their 
experience by formal on-the-job 
training. Partly for that reason, at 
least one member of ICEDS who 
is also a member of the Ameri- 
can Society of Training Directors 
has concluded that the training 
programs of insurance companies 
lag far behind those of other busi- 
nesses and of industry. 

As a partial solution to the in- 
surance education of college 
graduate trainees, the School of 
Insurance of the Insurance Soci- 
ety of New York is pioneering by 
providing a nine month intensive 
program of studies. Started four 
years ago, courses in property 
and casualty insurance are com- 
bined with such subjects as com- 
munications, human _ relations, 
and sales psychology to provide 
post-graduate training for young 
men who have chosen insurance 
as a career. 

The School of Insurance Day 


FIELDS FOR LEARNING 


School, as it is known, provides 
a practical combination of formal 
classroom study and on-the-job 
experience which is proving to be 
not only highly effective, but eco- 
nomic in time and money. The 
curriculum, which students have 
called “tougher than college,” 
also weeds out those trainees 
who perhaps should never have 
been recruited. At the same time, 
it helps determine who are the 
Thomas’s, the Richards and the 





Davis T. Ratcliffe 


Mr. Ratcliffe is a full-time member 
of the faculty of the School of In- 
surance of the Insurance Society of 
New York, Inc. He is editor of Edu- 
cation Exchange, the bimonthly paper 
of Insurance Company Education 
Directors’ Society, and a lieutenant 
colonel in the legal flight of the 
New York Air Reserve Center. He is 
the author of two books: ‘‘Work- 
men's Compensation Insurance Hand- 
book,"’ and ‘General Liability Insur- 
ance Handbook." 
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FIELDS FOR LEARNING 


Harrisons—not an unimportant 
function! 

Among the objectives at the 
School of Insurance is its devel- 
opment into a full time college, 
offering a bachelor’s degree with 
a strong major in insurance. 
While the subject of recruiting is 
generally outside the scope of this 
paper, the planned cooperative or 
work-study basis of this college 
program would be a strong as- 
sist to the insurance business in 
its fight for competent manpower. 

Students for this program 
would be recruited by insurance 
companies, agencies, and broker- 


age offices from the upper half of 


high school graduating classes. 
The program would be similar to 
that in existence at 60 other col- 
leges in that the students would 
alternate their time between the 
classroom and the company’s 
office. 

The proposed curriculum for 
the bachelor’s degree represents a 
modern, professional program 
designed to provide graduates 
with a first rate liberal arts edu- 
cation as well as a broader under- 
standing of business principles 
and practices and a real aware- 
ness of insurance knowledge and 
skills. 


Here I would like to make a 
simple suggestion with the hope 
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that it will be considered earn- 
estly by the most experienced 
and wisest executives in the insur- 
ance business. The suggestion is 
that a committee be appointed 
(or a training department be es- 
tablished in the Association of 
Casualty and Surety Companies) 
to try to coordinate the efforts of 
colleges, schools, companies, as- 
sociations, societies, and individ- 
uals who are doing so very much 
to help educate and train men 
and women for the insurance 
business. 

Among specific objectives could 
be these: 

1. Ascertain the annual per- 
sonnel requirements of compa- 
nies and report to the colleges, 
perhaps through the American 
Association of University 
Teachers of Insurance. 

2. Arrange for the produc- 
tion and distribution of teach- 
ing aids such as films, taped 
lectures, and flannel-board dis- 
plays. 

3. Arrange for the writing and 
publishing of books to fill the 
gaps between the good ones 
now in print. 

4. Arrange for the writing 
and managing of a correspond- 
ence course. 

5. Encourage the creation 
and endowment and whole- 
hearted support of a college of 
insurance, based on the work- 
study principle. 
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Arbitration 


A growing volume of tourist motor traffic between the United States and 
Canada has helped focus attention on an insurance shortcoming: a lack of fa- 
cilities for inter-company disputes growing out of “international” traffic 
accidents. 

Now this jurisdictional gap is being closed. 

A new International Arbitration Agreement has been drafted to deal with 
controversies between United States and Canadian companies involving auto- 
mobile physical damage subrogation claims. 

Related directly to the facilities available under the Nationwide Inter- 
Company Arbitration Agreement (United States) and the Canadian Inter- 
Company Arbitration Agreement, it was drawn up by the sponsoring organiza- 
tions of those two parent programs. 

Within the framework of each of the national agreements, arbitration has 
been highly successful, proving to be an economical and time-saving mechanism 
for settling inter-company disputes which otherwise in most cases would wind 
up in the courts. The arbitration hearings are informal—although the decisions 
are final and binding—and are conducted by designated representatives of sig- 
natory companies who serve on a voluntary basis and without compensation. 

Both parent agreements, however, contain restrictions which in effect bar 
arbitration where the claim in dispute stems from an accident between a United 
States signatory’s insured and a Canadian signatory’s insured. The new Inter- 
national Arbitration Agreement will, for participating companies, bridge this gap. 


Teamwork 

Winning public acceptance of auto insurance rate increases—or at least, 
avoiding antagonism—is not easy in this day of buyer resistance to rising prices. 
When politics is blended with this buyer resistance, it’s a troublesome brew. 

Getting the facts about a specific rate revision to the public usually must 
be accomplished in a short period, primarily through newspapers and radio and 
television stations. Complete and accurate releases are prepared and sent to 
them. But sometimes this is not enough. What more can be done? 
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INDUSTRY TRENDS 


The answer is provided by recent example. The safe driver plan and special 
auto policy program, including rate increases, were filed in Tennessee by the 
National Bureau of Casualty Underwriters and National Automobile Under- 
writers Association. There has been inordinate opposition in that state to recent 
auto rate filings 

Insurors of Tennessee quickly mobilized its public relations committee. 
Complete information about the filing was sent to every member of the agents’ 
association, with the request that he personally get in touch with the editors in 
his community to discuss the filing and answer questions. Radio and television 
stations were visited by agents. They held a press conference in Nashville, re- 
sulting in objective stories which appeared throughout the state. 

The Insurance Information Institute prepared and distributed four news 
releases and a suggested editorial. The final release, reporting testimony given 
at a public hearing, was accompanied by photographs of illustrative charts 

lo obtain the best possible reception of the final release, III made arrange- 
ments with the Insurors of Tennessee to have copies delivered by members per- 
sonally to the editors in their communities. 

his is an excellent example of cooperation between the agents and their 


companies in a common cause. 


Fire Protection For ‘‘Uninsurables”’ 

A novel answer to long-standing complaints of inadequate fire insurance 
protection in the blighted areas of Boston, Mass., has been devised by stock 
and mutual fire insurance companies doing business in the Bay State. 

Under an action program to become operative October 1, an All-Industry 
Inspection Office is being set up to provide physical inspections of buildings 
whose insurability is considered questionable. Where a structure is found to fall 
short of reasonable underwriting standards, the owner on request will be ad- 
vised as to what specific improvements or repairs are needed. 

All policies issued under the program will be written at standard rates. 

The voluntary program represents a cooperative effort by companies, the 
Legislature and the Massachusetts Department of Insurance, all of whom 
agreed that many of the hundreds of “uninsurable” properties in the substand- 
ard areas can be brought up to insurance standards at relatively little expense 
to their owners 

Property owners in the areas involved have complained that they either 
have been unable to obtain fire insurance or have been obliged to pay two or 
three times the normal rates to obtain such protection 
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CONSTRUCTIVE FUNCTIONS OF THE RATING BUREAUS 


ARE DESCRIBED IN 


Rate Regulation Revisited 


By James B. Donovan 


Regulatory statutes are in the pub- 
lic interest only if the industry subject 
to them is enabled to serve the needs 
of the buying public on a sound and 
reasonable basis. Certain combina- 
tions in reasonable restraint of trade, 
with a carefully determined minimum 
of government regulation, are a desir- 
able necessity in the fields of fire and 
casualty insurance. 

History shows that the formation 
of rating bureaus was advocated orig- 
inally by legislative commissions which 
had seen the disastrous effects, espe- 
cially upon smaller companies, of 
rate wars. 


* * * 


For some reason, the construc- 
tive role of rating organizations in 
developing standard forms of 
coverage has been largely ignored 
in scholarly analyses of regula- 
tory problems. Yet these are the 
products sold by the industry, to 
a public which could be misled 
and confused to a frightening de- 
gree because of the legal com- 


plexities of the promises to pay for 
which policyholders contribute a 
premium. 

It is true that large buyers of in- 
surance protection are informed 
on such matters. But the average 
purchaser has neither the time 
nor the background to under- 


‘stand what he does and does not 


buy for a premium. Any analysis 
of the subject, I submit, will show 
that the general public is incal- 
culably in debt to the rating or- 
ganizations for the insurance 
protection which they buy. An 
excellent example is the national 
standard provisions program in 
casualty insurance. 

In the earliest days of Ameri- 
can liability insurance, each com- 
pany wrote its own forms of 
policies and endorsements. With- 
in a few years, however, it became 
apparent that mutual consultation 
with respect to phraseology would 
be of benefit to all. 

Rating organizations such as 
the National Bureau of Casualty 
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Underwriters were founded upon 
the premise that collaboration 
among casualty insurers was nec- 
essary in order to calculate and 
maintain reasonable rates, but it 
was apparent from the outset 
that unless companies combining 
loss experience afforded substan- 
tially the same coverages, the re- 
ported statistics would vary from 
minor distortions of true experi- 
ence to an almost meaningless 
potpourri. 


Independent forms programs 
were developed by the National 
Bureau and the American Mu- 
tual Insurance Alliance, but state 
insurance Officials pressed for 
uniform phraseology within the 
entire industry. A series of con- 
ferences between policy drafts- 
men of the Bureau and the Alli- 
ance, including discussions with 
the American Bar Association 
and other interested groups, led 
to the development of the stand- 
ard provisions program which 
today embraces the entire field of 
automobile insurance, the com- 
prehensive policies, and an in- 
creasing number of other forms. 


WV hat effect has standardiza- 


tion had upon the business of 


insurance? Does it represent 
an undesirable trend away from 
independent initiative or is ita 
progressive step in the public in- 
terest? 
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From the viewpoint of com- 
panies, the advantages of na- 
tional standard provisions are 
very substantial. So far as rate 
making is concerned, we have 
noted that more accurate data is 
secured by obtaining experience 
based upon losses paid under the 
same types of contracts. The 
forms standardization program 
offers to the companies major 
economies through the produc- 
tion and filing of model forms 
by a central group, and the bene- 
fits of expert draftsmanship re- 
flecting both a knowledge of court 
interpretations of language and 
practical constructions of terms 
by claims men. 


To underwriters the program 
means that they are reasonably 
certain of the extent of their ob- 
ligations and are not suddenly 
confronted with liabilities which 
they never intended to assume. 


From the viewpoint of the pub- 
lic, most of the gains to the com- 
panies also redound to their 
advantage. Sound rates, econom- 
ical company operation and cer- 
tainty of coverage all are impor- 
tant to the insured. To insureds 
with interstate operations the 
program is vital, for acceptance 
of national standard provisions 
avoids the multiplicity of policies 
and differences in coverage which 
would be faced if each company 
and state went its separate way. 





Again, the filing of national 
standard provisions makes for 
more efficient administration by 
the state insurance departments, 
and gives reassurance that the in- 
suring public in each state is 
afforded the same benefits made 
available to insureds in other 
jurisdictions. 


Meas important, the revisions 
of major forms have consistently 
represented not only clarification 
but extension of coverage. The 
steady growth of “omnibus in- 
sured” and “use of other auto- 
mobiles” and the creation of 
medical payments under the au- 
tomobile liability policies are ex- 
cellent examples of this progres- 
sive development. 


To the agents and brokers, 
whose compiaints concerning the 
former system (or lack of system) 
were an important factor in es- 
tablishing the program, national 
standard provisions have been a 
boon. 

Each advantage which we have 
noted is applicable with even 
greater force to those who every 
day face the problem of under- 
Standing coverages, answering 
questions of insureds, and pre- 
senting claims to companies. 
They further are enabled, through 
such organizations as the Na- 
tional Association of Insurance 
Agents, to make known their 
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views to central groups fairly rep- 
resentative of the industry. 
Finally, it must not be forgot- 
ten that the alternative to such a 
program could well be the statu- 
tory or administrative require- 
ment of mandatory policies. 


James B. Donovan 


Mr. Donovan is a member of the 
firm of Watters & Donovan, of New 
York and Washington, D. C. He is 
chairman-elect of the Insurance Sec- 
tion of the American Bar Association 
and has served as chairman of the 
Insurance Section of the New York 
State Bar Association. He has lec- 
tured in various universities and writ- 
ten many articles on various phases 


of insurance law. 


Quite apart from the transfer of 
a management function to gov- 
ernment, in a growing industry 
constantly meeting new and com- 
plex problems the rigidity of such 
an approach renders it undesir- 
able from every viewpoint. 
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, as the rating bureaus have 
been a constructive factor in the 
development of standard policy 
provisions, so too have they aided 
in the progressive development 
of sound pricing practices. Under 
the present regulatory laws, com- 
panies may voluntarily become 
members or subscribers of a rat- 
ing bureau but (with a few rare 
Statutory exceptions) are not 
compelled to do so. However, it 
remains true that the bureau rates 
are regarded as standard in the 
industry and constitute for non- 
bureau companies what we may 
term in Navy parlance “the 
agreed target.” 

[here are very many aspects of 
insurance rate regulation to which 
lengthy dissertations could be de- 
voted. However, the objective of 
this paper is to set forth the prin- 
cipal constructive services ren- 
dered by a rating bureau. For it 
can happen that in a discussion 
of this subject by special inter- 
ests, major attention is devoted 
to claimed abuses of the system 
without fairly setting forth its in- 
trinsic merits. 

Students of the past decade 
should note that with a singular 
consistency the systematic attacks 
on organized rating bureaus are 
leveled by unusually large com- 
panies. 

Despite such efforts to picture 
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the bureaus as oppressors of the 
weak, it is rare to see the smaller 
insurer be other than grateful for 
the chains which bind his larger 
and predatory competitors. Any 
objective study of fire or casualty 
insurance — or the history of 
Standard Oil—will show that it is 
in the interest of the small to have 
the larger not able to bring to 
bear with crushing force its su- 
perior capital and surplus. Such 
results would obtain not only 
from the abolition of rating or- 
ganizations but also from their 
being reduced to mere statistical 
agencies compiling raw data. 

Such “net rate” schemes can 
benefit only the very largest of 
the companies, unless an insurer 
develops a cheaper merchandis- 
ing system or accomplishes other 
demonstrable savings by restrict- 
ing its lines of insurance or the 
geographical area in which it op- 
erates. Even such prospective ex- 
pense reductions can be illusory 
unless the revised operation re- 
sults in improved loss ratios due 
to the insurer’s securing a supe- 
rior selection of insureds. It is in 
the public interest that compa- 
nies be permitted to agree that 
they will not compete among 
themselves as to coverages or the 
prices charged for them. 


| other aspects of rate 
regulation during the past fifteen 





years could be the subject of 
comment. We could discuss the 
desirability of reducing the power 
of the regulators, so that instead 
of having authority to block po- 
litically unpopular rate increases 
their sole function would be the 
periodic examination of all func- 
tions of licensed rating organiza- 
tions and insurers. We could em- 
phasize that no federal agency 
should seek jurisdiction of an in- 
surance regulatory matter until 
the National Association of In- 
surance Commissioners attests 
that the specific issue lies beyond 
their combined regulatory powers. 


Ebesdve, this paper is con- 
fined to one simple but sig- 
nificant conclusion: under exist- 
ing insurance rate regulatory 
patterns, the rating bureau con- 
tinues to perform constructive 
functions in the public interest. 

The operations of individual 
rating bureaus could be and are 
being improved, to assist their 
own members in seeking to com- 
pete with non-bureau companies. 
However, there is little prospect 
in the present climate that the 
public will suffer from the agree- 
ments in reasonable restraint of 
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trade which, under public super- 
vision, are now observed by the 
industry. 

Far greater is the danger that, 
armed with slogans such as “free 
competition,” certain of the 
larger companies will destroy the 
means by which the smaller in- 
surers can attempt to offer supe- 
rior, individual service to particu- 
lar insureds, without fear of a 
huge competitor destroying the 
market by a price differential 
with which the giant can afford 
to gamble. The lessons of history 
in American insurance should be 
remembered. 

Unless the buying public wish 
to deal exclusively with those 
wealthiest insurers which are eu- 
phemistically called the “most 
efficient,” the public’s representa- 
tives in state insurance depart- 
ments should be wary of efforts 
to lessen the influence of the tra- 
ditional organizations which re- 
strain the great from devouring 
the small. 

The future of the fire and cas- 
ualty business must be deter- 
mined, by both industry and 
government, with informed states- 
manship and not by shallow 
expediency. 


The man who doesn’t know where his money is going these 


days just can’t see fast-moving objects 


man’s Fund Insurance Compan) 


The Record, Fire- 
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Between the Lines 


Retiring scamp. The genteel thief 


who jacked up a Portland, Me., mo- 
torist’s car and stole a new tire, re- 
placed it with an old one before he 
departed. 

Point of no return. Pointing out a 
scenic spot in the Niagara Falls to her 
husband cost a Hicksville, N. Y.., 
woman $1,850 when her diamond ring 
slipped from her finger and disap- 
peared in the rapids. 

Ashes to... A Rutland, Vt., fire- 
man answering an alarm at his own 
home found the fire caused by his little 
daughter emptying an ashtray into a 


shoe 


Ham operators. Burglars caught 
robbing a Birmingham, Ala., super- 
market were equipped with a walkie- 
talkie radio to communicate with their 


lookout 
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Light studies. Pupils in French 
schools are being taught how to 
handle matches, as part of a govern- 
ment campaign to reduce the 5,000 
accidents a week caused by children. 

Clean sweep. A Montgomery, 
Ala., motorist looking for a parking 
place was arrested for sideswiping 24 
cars in his 30-block search. 


C2 


Keeping the shades down. A 
Cornwall, England, man who was 
afraid of ghosts took out a policy to 
insure himself against ever seeing one. 

Hot flash. A fire was started inside 
a Des Moines home by the rays of the 
sun concentrated after passing through 
an icicle outside the window. 

Business aim. Miami police ar- 
rested a window installer for shooting 
BB pellets into a supermarket’s win- 
dows so he could get the job of re- 
placing them. 

Voila! Pierre, S. D., school authori- 
ties ordered all school safes kept open 
at night after burglars ruined a $4,000 
strongbox to get $20. 





Pacers Decisions 


CVI—Alan Greller of the New York Bar 


Liability to Business Invitee—A woman entered a coffee shop to purchase 
some refreshments. After taking three or four steps her feet flew out from under 
her and she fell, injuring herself. Claiming that her fall was caused by a “slick 
spot” due to the negligent waxing of the floor by an employee of the restaurant, 
she brought suit against the restaurant owner. The jury brought in a verdict in 
favor of the injured woman and the judgment was affirmed on appeal. (Chase 
v. Parry (Oklahoma 1958) 326 P. 2d. 809.) 

Liability of Baseball Club— During the course of a baseball game a foul ball 
was hit into the stands. About a dozen spectators scrambled for the ball, and 
in doing so knocked a woman spectator from her seat and trampled her, in- 
flicting serious injuries on her. She sued the baseball club for damages and 
the trial court, in awarding her a $3,500 judgment, found, among other things, 
that her injuries were caused directly by the ball club’s negligence in failing 
to take proper steps to protect her from the acts of other spectators and that 
she had not, by attending the game, “assumed the risk” of the kind of accident 
which caused her injuries. The appellate court affirmed the judgment. (Lee v. 
National League Baseball Club of Milwaukee (Wisconsin 1958) 89 N.W. 2d. 
811.) 

Liability for Fire—A man’s lakeshore house was destroyed by fire. He sued 
his next door neighbor for the damages, claiming that the neighbor’s negligent 
failure to extinguish a brush fire started by him on his own property eleven days 
before the fire which destroyed the house, was the cause of the loss. The trial 
court directed a verdict for the defendant, holding that a verdict in favor of the 
plaintiff would be based on surmise and conjecture. On appeal by the plaintiff, 
however, the judgment was reversed and a new trial ordered, the appellate 
court holding that circumstantial evidence and the testimony of the plaintiff's 
expert witnesses established facts which required a submission of the case to the 
jury. (Erickson v. Strickler (Minnesota 1958) 90 N.W. 2d. 232.) 
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How Insurance Fraudsters Work 


The Operators 


By Frank Gibney 


“The Operators,” by Frank Gib- 
ney, Life Magazine staff writer, is a 
book about “the vast and burgeon- 
ing volume of dishonest dealing in 
the United States today.” It was 
published by Harper & Brothers 
in July. The following is a conden- 
sation of a portion of the book 
which deals with fraudulent insur- 
ance claims and measures taken 
by the industry to combat them 
The passages which appear here 
are preceded by a discussion of 
fraudsters whose “victims” are 

charity organizations 

HE CHARITY FRAUDSTERS 
has scarcely hold a candle to 
their distant cousins, the multi- 
plying race of con men who spe- 
cialize in fake insurance claims. 
These rubber-boned, agile-witted 
swindlers represent a profitable 
re-creation of the old Greek 
legend about Antaeus, the giant 
who bounced back twice as 
strong every time he was hurled 
to the ground. In their crudest 
form they are known as “flop- 


pv night 1960 by Frank Gibney. Rey 
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pers.” “Floppers” fall down on 
“slippery” floors in large depart- 
ment stores or supermarkets, 
tumble deftly in front of slow- 
moving automobiles, collide for- 
tuitously with rocks at the sites 
of building excavations. Then 
they submit their claims to the 
stores or the insurance compan- 
ies. Although they often forge 
their medical reports they can oc- 
casionally enlist the help of a 
crooked physician. 

For some professionals, “flop- 
ping” is a way of life. 

The more skilled among them 
are often able to fool the aver- 
age examining physician, espec- 
ially in tried-and-true areas of 
medical complaints like slipped 
discs, sacroiliac cases and the 
currently popular “whiplash” in- 
juries from automobile crashes. 
A lady named Grace Walker, 
known generally as “Rimrock 
Annie” boasted that she had 
been treated in 50 hospitals in her 
career before she was finally 
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brought to book recently in Den- 
ver, Colo. Only one doctor had 
tumbled to her fraud, in all these 
visits. 

Although the folklore of in- 
surance companies is rich in stor- 
ies of gifted “floppers,” these 
old pros cause only a dwindling 
proportion of the investigator’s 
worries. The Association of Cas- 
ualty and Surety Companies, 
which has been tracking down 
injury rackets since its claims 
bureau started up in 1937, finds 
that the number of veteran lone- 
wolf con men in this racket has 
dwindled. But replacements have 
more than made up for this loss. 
On one hand there is the new 
team operation, equipped with 
floppers, chasers and crooked 
lawyers, which makes a business 
out of accident-fixing. At the 
Same time, the number of ama- 
teur chiselers has risen astronom- 
ically. The multitudinous $75 
frauds are impossible to investi- 
gate individually, but their pre- 
valence is another clue to the 
slackening of ethical and moral 
standards among the U.S. popu- 
lation. 


Such easy-money claims are 
constantly increasing. They elicit 


such widespread co-operation 
partly because of the popular 
feeling that an insurance com- 
pany is fair game, partly because 


THE OPERATORS 


legitimate claims often take so 
long to process. Where the “in- 
jured” parties threaten legal ac- 
tion, they take advantage of the 
well-known tendency among in- 
surance company lawyers to 
“settle” at the drop of a deposi- 
tion. 

Public unconcern over the 
prevalence of such accident 
frauds is hardly logical. There is 
a direct connection between the 
amount insurance companies pay 
out in claims and the rates they 
assess for their product. Consid- 
er Miami. There in 1959 the av- 
erage driver was paying about 
$71.80 a year for his automobile 
insurance. Against this, residents 
of Palm Beach paid an average 
of $42.80, people in Tampa only 
$33.60. The discrepancy was not 
the result of a bad safety record. 
It was a reflection of jury verdicts 
and accident settlements in Mi- 
ami’s Dade County. 

In January 1959 a series of in- 
dignant articles in the Miami 
News and its sister paper, the 
Herald, put together the horrible 
accident-settlement record of 
what insurance companies deli- 
cately call a “claims conscious” 
area. 

Mysteriously, a great number 
of these accident “victims” never 
improved under treatment—that 
is, until the case was over, when 
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recovery was swift. Medical bills 
in many cases were inflated to 
tumescent proportions, swollen 
by expensive “diagnostic evalua- 
tions,” consultation fees and 
physiotherapy treatments. The 


Miami News recalled a legal brief 


on the theme of miraculous re- 
covery prepared some years be- 
fore by a firm which represented 
some insurance companies. The 
brief cited some interesting cases. 
A dump-truck driver received 
$100,000 in 1949 after a neuro- 
surgeon declared: “There is 
nothing known to medical science 
that will restore a permanently 
damaged brain such as [he] has.” 
Three years later he was found 


engaged in the business of haul- 
ing oranges to New York City. 
He had also taken over a local 


market, in which he worked 


when not on the road. 

The News’ findings also ex- 
posed for Miami the indispens- 
able partner to this fraud, the 
ambulance chaser. There was 
necessarily a lawyer involved in 
each case, less often as a mere 
accomplice than as the man who 
had set up the entire scheme. 

From the insurance investiga- 
tors’ standpoint, ambulance chas- 
ing is a major problem. They 
divide its practitioners into four 
general categories: 
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1. “Soliciting” lawyers who 
drum up trade themselves. Some 
of the attorneys under scrutiny 
in New York City had amassed 
the total of 900 negligence cases 
in one year. Most such lawyers 
have their own “chasers” out 
finding business at hospitals or 
at the scenes of accidents. 

2. Free-lance chasers, who auc- 
tion off their “cases” to the high- 
est bidder. 


3. Police and tow-truck opera- 
tors, working together in various 
localities, can easily steer an ac- 
cident victim to their legal col- 
laborators. The tow-truck men 
can help make a _ convincing 
wreck out of a lightly damaged 
car, once they get it into the 
garage. 

4. Crooked doctors. There are 
some who refer all accident pa- 
tients to lawyers as a matter of 
course. 

The punishment for chasing is 
not severe—in most states not 
more than 30 to 60 days in jail. 
Few states have any specific laws 
on the books against the practice, 
and most of these are inadequate. 
Yet there is no question that the 
chasers and other operators in 
the fraudulent-claims racket are 
among the most persistent and 
successful professional swindlers 
in the country. 





Rehabilitation 


and 


I nsurance 


Restoration of the victim is 
seen as a possible first line of 
defense in auto accident cases 


by ARNE FUUt:NER 


OR MOST major industries, the 

last decade was one of unprec- 
edented prospe .‘y Yet the casu- 
alty insurance t»siness fared 
worse than ever because of con- 
tinued staggering deficits in the 
automobile liability field. And 
there is no indication of any real 
improvement — under existing 
procedures — in the Sixties. 

In a bold new attempt to cure 
basic causes an all-industry In- 
surance Institute for Highway 
Safety has been established to 
promote better driving habits, 
standardization and rigorous en- 
forcement of road regulations, 
and other highway safety meas- 
ures. Considering up-coming 
growth in the young driver pop- 
ulation and the vastly increased 


number of cars on the roads it is 
feared that this excellent under- 
taking will only slow—or at best 
stop—the constant increase in ac- 
cidents and injuries on the high- 
ways. At any rate, it can neither 
be claimed nor hoped that the 
problems of the industry will be 
more than partly solved. 

It seems obvious that we must 
probe intelligently for additional 
avenues of approach—a “second 
front” —and attack them vigor- 
ously. To improve the climate in 
which it is operating, the indus- 
try is traditionally looking to two 
fields: lower jury verdicts or 
higher rates. 

Taking the latter first, we rec- 
ognize two limiting factors of 
considerable practical impor- 
tance: (1) higher rates, however 
justified by convincing statistics, 
face vetoes by state authorities 
influenced by political considera- 
tions; (2) higher rates dominate 
household budgets to a point 
where effective resistance devel- 
ops. And since increased rates 
only induce greater claims con- 
sciousness, they afford at best 
only temporary relief. 

Then what can be done to ar- 
rest and reverse jury verdicts, 
which keep soaring many times 
faster than average living costs? 

Why are jury verdicts high? 
Those seeking to bring them 
down rarely ask the question; nor 
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do they seem to know the answer. 

In any line of reasoning on the 
subject, too little attention is paid 
to the real sufferer—the victim. 

As far as bodily injuries are 
concerned, the automobile insur- 
ance business up to now has been 
run for the legal protection of the 
insureds, the not-so-innocent per- 
petrators of accidents. Should we 
not start promoting the concept 
that restoration of the victim’s 
health constitutes the first and 
best defense of the driver? 


The climate for such reorien- 
tation could not be more propi- 
tious, nor could the timing of 
such a change in emphasis be 
more natural, considering the fact 
that rehabilitation has emerged as 
a new and dynamic force in mod- 
ern medicine, offering accident 
victims hope and help beyond 
former dreams. 

Through the practice of reha- 
bilitation, now available in about 
100 expertly-staffed clinics across 
the country, the victim is offered 
a maximum of effective help in 
the shortest time. Disabilities are 
reduced to an absolute minimum. 

The insurance industry could 
and should readily and actively 
offer expert guidance on how and 
where to seek this best possible 
medical help, in a minimum of 
time, at the least cost and with 
maximum benefits assured. 
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How better could the industry 
demonstrate good faith than by 
approaching a victim seriously 
injured in an accident, in a mini- 
mum of time after it has hap- 
pened, to recognize his plight and 
problem and proceed to prove 
that the liability carrier involved 
has both a heart and a solid inter- 
est in his welfare; to offer con- 
structive ideas for a pattern of re- 
habilitation that will put him 
back on his feet and back on the 


job in a hurry? 


Payment could be made to 
meet medical bills, to keep the 
home fires burning, and to keep 
fixed overhead charges from cav- 
ing the roof in. 

Would this be the same as ad- 
mitting liability? Not at all. Any 
money payments would be made 
against simple receipt stating di- 
rectly that the offer is not and 
cannot be construed as constitut- 
ing in any way admission of lia- 
bility and that, furthermore, any 
funds thus advanced shall be 
taken into account in any future 
discussion or settlement of resid- 
ual damages. 

It might be argued that the vast 
majority of bodily injuries are too 
trifling to call for rehabilitation 
and that it is their staggering ag- 
gregate, rather than the small 
minority of serious cases, which 
is bleeding the automobile insur- 
ance industry nearly to death. If 








Special apparatus is used to re-teach patients use of limbs. 
Picture was taken at Kessler Institute for Rehabilitation in New Jersey. 


this were wholly true, the -preoc- 
cupation with high jury verdicts 
would appear to be exaggerated, 
as juries hardly decide the vast 
majority of accident claims. 

But high jury verdicts, when 
they are issued, have the effect of 
setting the stage and establishing 
the climate favoring high awards 
in cases of trifling personal injury. 

All of us who are not naive in 
this business know that a jury, 
when a person is terribly injured, 
is more apt to study his injuries 
than to examine coldly every ele- 
ment of purported liability. The 
attorney for the plaintiff directs 
attention to the pathetic condi- 
tion of the victim, and such ef- 
forts usually are effective. It does 
not profit us to close our eyes to 


such facts of court life, spending 
thousands of dollars in lofty de- 
fense, only to wind up paying 
thousands of dollars by way of a 
verdict based on emotions. 

If the most skilled team of sur- 
geons, physicians, physical thera- 
pists, etc., gets hold of such a case 
immediately, however, the 90 per 
cent disability might be cut to a 
mere 10 per cent, a degree con- 
ducive to neither a large verdict 
nor even to a court case. 

The average accident victim 
cannot afford such help, nor 
would he know where to obtain 
it. But if the liability carrier, pos- 
sessing such knowledge, provided 
guidance and means for cure im- 
mediately, the danger of a large 
verdict would largely disappear. 
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A jury—if needed for settlement 
at all—would be sympathetic and 
inspired by respect for the organi- 
zation which expended its funds 
generously, without quibbling 
about technical aspects of legal 
nature, in order to restore the 
victim to economic usefulness. 


A n important argument in 
favor of rehabilitation is this: it 
would serve to reduce the area of 
speculation which now all too 
often is allowed to govern jury 
awards. With rehabilitation, not 
only are disabilities reduced to a 
minimum, but the remaining area 
of injury is clearly defined and 
measurable. Judgment takes the 
place of sympathy, facts replace 
fear, and any margin of error “for 
good measure” is related to resid- 
ual injuries reduced to a clear 
minimum. 

It might be argued that the 
“plaintiffs attorney” would pro- 
vide an effective roadblock to 
such a program; that he would 
never permit a client to consider 
an offer of rehabilitation paid for 
by the liability carrier; that he 
wants one final settlement to be 
made on the basis of the worst 
possible physical condition, ex- 
tracting the full value of pathetic 
appearance. 

Only a doubting Thomas or a 
lazy thinker can seriously pro- 
pound such an argument. We 
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don’t face the entire legal profes- 
sion as solid adversaries. There 
are supposed to be attorneys also 
working for the defense, and if 
the other side constantly has the 
upper hand we had better 
strengthen our own lines of de- 
fense: either find ‘better talents or 
better tools. Rehabilitation is 
such a tool. 

To counter such opposition, 
should it develop, we would have 
to make it clear that “plaintiffs 
attorney” represents obstruction 
of justice, denial of effective med- 
ical help and sabotage of social 


Arne Fougner 


Mr. Fougner is president of the 
Christiania General Insurance Cor- 
poration of New York. In recent 
years he has been an ardent cham- 
pion of rehabilitation as an impor- 
tant answer to problems connected 
with bodily injuries arising out of 


accidents 





progress—with ulterior motives 
of personal enrichment at the ex- 
pense of his own client’s future 
health and welfare. 


Pitti rehabilitation fa- 
cilities as they exist today are in- 
adequate, and rehabilitation is 
neither understood and appreci- 
ated by the broad masses nor yet 
developed to its full potential of 
techniques and effectiveness. Its 
introduction in the field of third 
party claims would be novel and 
encounter natural obstacles as- 
sociated with any basic change. 
Much would be required, there- 
fore, in the form of experimenta- 
tion and research, education and 
promotion. Any reorientation 
along the lines here advocated 
should be accompanied by the 
establishment of an all-industry 
committee—of the working va- 
riety—with the following dual 
objectives: 


First, to consider and establish 
working procedures to introduce 
rehabilitation most effectively in 
all kinds of third party claims in- 
volving serious bodily injuries. In 
this connection the committee 
should arrange one or two days 
of intensive round-table discus- 
sions with rehabilitation doctors, 
judges, plaintiffs’ attorneys and 
defense attorneys, to establish 
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standards of ethics and principles, 
common objectives and overrid- 
ing humanitarian, social and na- 
tional interests worthy of uni- 
versal respect and attention. 


Secondly, to consider and care- 
fully plan the establishment of an 
Insurance Fund for Rehabilita- 
tion to serve four principal areas 
of interest: 


1. Education and publicity. 
To acquaint both the insurance 
industry and the public with 
rehabilitation. 

2. Support of research. 

3. Expansion of training fa- 
cilities. 

4. Charitable grants. For 
both humanitarian and public 
relations reasons funds should 
be allocated for strategic and 
worthwhile help of desperate 
accident victims who have no 
recourse to insurance claims. 


By joining together in an all- 
industry INSURANCE FUND FOR 
REHABILITATION, spending con- 
structively $10 million as indi- 
cated over a period of ten years, 
I would estimate that we stand to 
cut bodily injury losses by as 
much as $100 million, and per- 
haps more, each year without de- 
priving accident victims of either 
help or money. What is more, as 
an industry we would gain in use- 
fulness, stature and respect. 
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FIRE PREVENTION WEEK 


How It Started 


O* MARCH 4, 1908, a tall, 
angular clergyman by the 
name of T. Alfred Fleming was 
strolling down a quiet street in 
Collinwood, Ohio. 

At an intersection opposite the 
firehouse, he stopped to chat 
with the police chief. Then the 
fire gong sounded. 

Even before the fire equipment 
rolled out, they saw the fire. Smoke 
was pouring out of the Lakeview 
grammar school a block away 

The two men broke into a run. As 
they approached the school, they saw 
children filing out the front door to 
safety. But along the sides, children 
were jumping to the ground from 
smoke-filled second-story windows 

Running to the rear, the two men 
broke down the exit door 

The sight inside was shocking. The 
bodies of children were piled 12 feet 
high. Most were dead but a few were 
still breathing. Fleming and the chief 
began hauling them outside 

The fire, however, had taken its toll 
Altogether /73 children and _ thre 
teachers had died 

Fleming, suffering from shock, was 
taken to a hospital where he was con- 
fined for months. Doctors told him 
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STOP FIRES 


FIRE PREVENTION WEEK 


This year’s Fire Prevention literature 
includes 1,500,000 posters like this 


he should give up his pastorate 

The clergyman took his doctor’s 
orders without blinking. Already he 
had received a new call. He had de- 
cided to devote the rest of his life to 
saving souls from fire—to the gospel 
of fire prevention 

In 1920 he was instrumental in get- 
ting President Woodrow Wilson to 
proclaim the first Fire Prevention Day 
And in 1922, President Warren G 
Harding proclaimed the first Fire Pre- 
vention Week 

Fleming joined the National Board 
of Fire Underwriters in 1918 and re- 
mained with the board the rest of his 
life. He died last year 

But Fire Prevention Week lives on 

a vital force for fire safety. 
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How Management, Producer Ranks Get Together 
to Talk Over Common Problems 


Avenues of Discussion 


By John N. Cosgrove 


S COMPETITION for the insur- 
A ance buyer’s dollar mounts, 
conferences between marketing 
partners become increasingly im- 
portant. Thus there has been a 
growing desire by agents for more 
consultation with their principals. 
Possibly producers have had a 
tendency to minimize present 
channels of communication with 
their companies. Under the stress 
of current problems, which are 
pressing and often novel, pro- 
ducers might naturally tend to 
look for equally new avenues of 
discussion. Actually, well tried 
paths have long been open to 
them. 

An objective look at present 
conference facilities reveals not 
only the widespread network of 
company-agent conference facili- 
ties, but also some of the practical 
results achieved through these 
media in recent months. 


At the national level, the tech- 
nical committees of National As- 
sociation of Insurance Agents 
have long had a constructive in- 
fluence on trends in the business 
and on immediate actions of their 
principals. For example, at the 
mid-year meeting of NAIA at 
Cincinnati last April, Roy H. 
MacBean, Cranford, N. J., chair- 
man of the NAIA casualty com- 
mittee, pointed to important ac- 
complishments of his unit. He 
said that following January con- 
ferences with National Bureau of 
Casualty Underwriters and Na- 
tional Automobile Underwriters 
Association these groups in 
March had adopted the 10 per 
cent discount on liability and col- 
lision rates for compact cars. Mr. 
MacBean said that his committee 
was delighted with the quick co- 
operative response by both bu- 
reaus in making this necessary 
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competitive revision. 

As a result of continuing con- 
ferences over the years between 
his unit and the National Bureau 
and NAUA, Mr. MacBean ob- 
served, the two bureaus have un- 
dertaken joint research involving 
comprehensive and complex anal- 
ysis of every automobile rating 
territory in the U.S. as well as of 
all phases of the private passen- 
ger auto classification plan. 

At the Cincinnati mid-year 
meeting of NAIA, Stafford H. 
Warner of Memphis, chairman of 
the property committee, noted 
that discussions with Inter-Re- 
gional Insurance Conference and 
with Multi-Peril Insurance Con- 
ference had led to agreement for 
research in connection with many 
current problems. These include 
small premium policies, a vexing 
question tied in with the reluc- 
tance of companies to insure low 
value dwellings. The agents’ aim 
is to secure a market either by an 
adjustment in rates or through 
methods to offset cost of handling 
to both companies and agents. 
Other subjects to be studied are 
reporting form changes; commer- 
cial and industrial property forms; 
the 1959 homeowners, and other 
new forms, including farm dwell- 
ing and motel covers. 

As an example of broader con- 
sultative facilities at the national 
level, the conference committee 
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of NAIA holds periodic meetings 
with staff personnel of various 
company associations and bu- 
reaus. These groups include Na- 
tional Bureau, NAUA, Surety As- 
sociation of America, Inter-Re- 
gional, Association of Casualty 
and Surety Companies, National 
Council on Compensation Insur- 
ance, and Inland Marine Under- 
writers Association—a list which 
comprises every phase of the 
business. 


The NAIA conference unit in- 
cludes the chairmen of the prop- 
erty, casualty, fidelity and surety, 
metropolitan and large lines, and 
rural and small lines committees. 
Thus all shades of current agency 
opinion are reflected in the make- 
up of this unit. Moreover, the 
chairmen of the component com- 
mittees check with all state asso- 
ciations of agents for complaints 
and suggestions, and this infor- 
mation is used in preparing a 
realistic agenda for meetings with 
association and bureau com- 
mittees. 


E ffective consultation facilities 
are not confined to the national 
level, but are available in every 
region. For example, a regional 


company-agent conference has 
been held in Chicago for more 
than 30 years. It is significant that 
this was originated by the late 





George Carter of Detroit Insur- 
ance Agency and that this con- 
ference was for years known as 
the Carter meeting. It is now 
called Midwest Agents Confer- 
ence. 

The meetings originally were 
between representative agents 


and the governing committee of 


Western Underwriters Associa- 
tion. In recent years the official 
supervising the midwest for each 
organization fire company has 
been invited—regardless of the 
location of his headquarters. In 
1960, 30 company executives at- 
tended the conference, with offi- 
cials of Factory Insurance Asso- 
ciation, Western Adjustment Bu- 
reau, company owned adjustment 
bureaus, and Insurance Informa- 
tion Institute. 


Two agents represent each of 


15 midwestern states at the con- 
ference. The presiding officer is an 
agent; the agenda is drawn up by 
agents, and the minutes are kept 
by an agent. This year about 30 
items were presented by agents 
for discussion. 

The conference is held each 
February, and the chairman gives 
a full report of the proceedings 
to the agents at the Midwest Ter- 
ritorial Conference in April. Par- 
ticipants agree that the conference 
has been beneficial to agents and 
to companies. Many recommen- 
dations from agents have been 
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adopted as a result of these meet- 
ings. When proposals have been 
rejected by companies and bu- 
reaus, reasons have been given, 
and these are usually accepted 
with ood grace by agents. 

Another regional facility is the 
Midwest Advisory Committee of 
Inter-Regional which will confer 
with agents’ association represen- 
tatives upon request. One meet- 
ing was held in Illinois last win- 
ter. In addition, National Bu- 
reau has an advisory committee 
of company branch managers in 
each midwest state to confer with 
key agents. 

There are many other confer- 
ence facilities in other regions of 
the country which measure up to 
the midwest standard. Moreover, 
there are many national meetings, 
other than those previously men- 
tioned, which perhaps have in- 
direct and lasting values that are 
not immediately apparent—par- 
ticularly to the impatient. 

For example, American Insur- 
ance Association — the forum of 
chief executives of stock agency 
companies — meets periodically 
with NAIA representatives. The 
agents openly express their views 
on non-technical matters of cur- 
rent interest. Since AIA was not 
established to take direct action 
in any sphere, it is not surprising 
that these meetings are not fol- 
lowed by immediate and obvious 
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company adjustment to a given 
situation. But who is to evaluate 
the long term impact on chief ex- 


ecutives of the expressions of 


agents who are often their leading 
producers? The seeds of future 
action are planted in just such 
quiet ground as that of AIA- 
NAIA conferences. 


Wi regard to consultation, it 
must be recognized that some 
matters properly come within the 
scope of company associations 
and bureaus while others are 
more logically subjects for discus- 
sion between the agent and a par- 
ticular company he represents. 
Agents themselves have long and 
properly insisted that certain ar- 
rangements can only be deter- 
mined by individual treatment. 
This is particularly true in the 
area of marketing which is be- 
coming increasingly competitive. 

In this regard, some insurers 
have recently recognized that it is 


foolish to hew to the old method 
of developing coverages and then 
having agents test them by trial 
and error. Some companies have 
solicited agents’ opinions through 
questionnaires and conferences 
before putting new forms on the 
market. A number of companies 
held producer seminars in 1960 
and plan to continue them. 


Companies are beginning to 
recognize that in modern market- 
ing, selling is not an isolated func- 
tion but is the final step in an 
integrated procedure. They are 
therefore beginning to inform 
agents on such matters as pricing, 
packaging, advertising, promo- 
tion and other factors which pre- 
cede the sale. Slowly but surely 
the agent is being recognized as 
the key man in the marketing ef- 
fort. Establishment by companies 
of marketing divisions in which 
producers will play the most vital 
role is the most encouraging 
single sign of accelerated activity 


John N. Cosgrove is associate editor of the fire and casualty edition of the 
National Underwriter. In 1960 he was named the first winner of the Insurance 
Advertising Conference's newly established award to an associate member for 
the outstanding contribution to insurance in general and to insurance advertising 
specifically. The award was made for his series of articles in the National Under- 
writer on insurance marketing and advertising. He is the author of ‘‘Competition 
in Insurance Marketing,"’ a new and comprehensive book published by the 


National Underwriter Company. 
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in company-agent consultation. 
Competition—if nothing else— 
will force further conferences. 


F natty. the traditional field 
operating setup of companies is 
not to be underestimated as a 
built-in system for daily consul- 
tation and for feed-back to home 
offices of agents’ views. The com- 
pany which realistically takes 
into account agents’ opinions re- 
layed by field men to their super- 
visors and on to home office exe- 
cutives has a day-to-day confer- 
ence system. The key question 
here is not the mechanical sys- 
tem but whether the company 
takes advantage of the informa- 
tion it thus secures. There is con- 
siderable evidence that more 
companies are doing so. 

It would be ludicrous to con- 
tend that company-agent consul- 
tation has attained perfection, but 
at last reports this ideal had not 
been achieved in any other area 
of human activity. 

There may actually be an em- 
barrassment of riches with regard 
to conference opportunities, only 
a few of which have been de- 
scribed herein. Perhaps the real 
need is not for more facilities or 
for more frequent consultation. 
Perhaps the need is for a change 
of perspective on the part of the 
participants. This might begin by 
recognizing that as partners in a 
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a system which is faced with 
increasingly stiff competition, 
agents and companies should 
only confer on how they can do 
the “possible” today—not on 


how they can achieve the “im- 
possible” in some vague future. 


L. has been said that if there 
were inhabitants on Mars and 
they declared war on the planet 
Earth all the nations of the world 
would be staunch allies. Stock 
agency companies and their pro- 
ducers are faced with a precisely 
analogous situation. The exclu- 
sive agency companies have been 
bombarding them for some time. 

When agents and companies 
confer they should be planning 
as partners on methods to beat 
the common “enemy” and not 
concentrating on internal differ- 
ences. No question is as impor- 
tant to these partners as the sur- 
vival of their method of operation. 

Both parties have an equal 
stake in survival and they should 
have an equal voice in arriving 
at methods which will guarantee 
it. But as they confer and consult, 
they should be aware that a third 
party is looking over their 
shoulder—the customer. The con- 
ferees might be well advised to 
minimize their differences and to 
base their conversation and their 
resulting actions on the interests 
of this silent onlooker. 
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Recommended Reading 


The staff of the Library of the Insurance Society of New York 
will review current literature, selecting significant material with 
source, that should not be overlooked in keeping informed on 


ja insurance matters 


PAMPHLETS AND PERIODICALS 


In the Public Interest. 

(A special feature reprinted from the May, 1960 edition of Western 
Underwriter). 

San Francisco, Western Underwriter, 1960. (Unpaged). 

A consideration of state regulation of insurance and “A Look at the Sys- 
tem in Action—The California Insurance Department.” 

The Insurance Industry. Hearings [on] Ocean Marine, Rating and State Rate 
Regulations. U.S. Congress. 

Senate. Committee on the Judiciary. Subcommittee on Antitrust and Mo- 
nopoly. Washington, U.S. Government Printing Office, 1960. Six appendices 
to the three previously published parts: Part 4—$2.00; Part 5—$1.75; Part 6 
$1.75; Part 7—$1.50; Part 8—$2.00; Part 9—$2.00. 

Coverages Applicable, 9th edition. Roy C. McCormick. 

Indianapolis, The Rough Notes Co., Inc., 1960. 11 1pp. $3.00 
and 

Personal Insurance Survey. 

Indianapolis, The Rough Notes Co., Inc., 1960. (Unpaged) $1.50. 

Latest editions of two guides which outline available insurance coverages 

one for businesses and the other for personal risks. 

“Whither Are We Tending?” Nathan Mobley. 

New York, Chubb & Son, Inc., 1960. Lipp. 

A review of contract bond suretyship presented to the eighteenth annual 
meeting of the National Association of Surety Bond Producers. 

Earthquake Insurance in the United States—A Reappraisal. P. G. Buffinton. 
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P. G. Buffinton, manager, Factory Mutual Rating Bureau, Providence, 
Rhode Island, 1960. 19pp. 

“Paper presented at the Second World Conference on Earthquake Engi- 
neering, Tokyo, Japan, July, 1960.” 

Errors and Omissions. John S. Bolton. 
In Insurance Advocate. Vol. LXXI, Nos. 16 & 17, April 16 & 23, 1960. 

A California lawyer discusses cases involving the legal liability of insurance 


agents. 


BOOKS 


All Lines Insurance. Dan M. McGill, editor. 

(The S. S. Huebner Foundation for Insurance Education). 

Homewood, Illinois, Richard D. Irwin, Inc., 1960. 202pp. $5.00. 

Twelve lectures by prominent insurance executives assessing the impact of 
the all lines approach on the major facets of company operations and on the 
supervisory responsibilities of state insurance departments. 

International Insurance. Hardy F. Glass, compiler. 

New York, International Insurance Monitor, 1960. 132pp. $4.00. 

An anthology of articles dedicated to Professor Alfred Manes. 


The History of Autom bile Liability Insurance Rating. H. Jerome Zoffer. 

Pittsburgh, University of Pittsburgh Press, 1959, 282pp. $4.00. 

A survey of the many rating methods which have been tried by stock in- 
surance companies. 


Insurance. Harold E. Raynes. 

(The Home University Library of Modern Knowledge, No. 244). 

London, Oxford University Press, 1960. 202pp. $1.40. 

A brief but thorough introduction to the workings of the British market by 
a well-known author. 

The Operators. Frank Gibney. 

New York, Harper and Brothers, 1960. 284pp. $3.95. 

Another popular account of fraud, white-collar crime, payola and corpo- 
rate blunder in the “Genial Society.” 


Almost everyone knows the difference between right and wrong 


But some just hate to make decisions.— The Indiana Agent. 
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READERS 7 ew points 


Sir 

May | salute the first issue of the 
Journal of Insurance Information and 
welcome it as a valued addition to 
sources of intelligent information for 
which we in the insurance business 
are constantly watching. 

I was patcticularly interested in the 
editorial comments of John N. Cos- 
grove concerning the bringing of mes- 
Sages directly to the public 

Thank you for taking a truly for 
ward step in the issuance of the new 


Journal — 
John W. Covert 


Newark, N. J 


Sir 

It was very heartening to read the 
comments by John N. Cosgrove in the 
July-August edition 

Mr. Cosgrove’s article, in my opin- 
ion, certainly gets down to the realistic 


approach of insurance public rela- 


tions 
Newell Hall 


Pueblo, Colo 
Sir 
If insurance companies want good 
public relations, | would suggest they 
give more consideration to the prob- 
lems of “little” people: laborers, old 
age pensioners and persons retired on 
social security 


32 SEPTEMBER-OCTOBER, 1960 


Many good, honest and moral risks 
be excluded if it becomes a 
custom among fire companies to set 
minimum acceptable dwelling cover- 
$3,000 to $5,000. There are 
homes in towns 


would 


age at 
thousands of small 
like ours where the cost did not ex- 
ceed $1,500 to $2,000. Most of them 
are paid for and the owners are very 
proud of them. 

These same old age pensioners and 
retired people who have to depend on 
social security checks are readily 
available for jury duty and are glad to 
pick up the few extra dollars. But they 
don’t forget if they’ve been refused fire 
insurance protection, and you can bet 
they won't overlook a chance to “get 
even” when they sit on juries in auto 
physical damage and liability cases. 

L. A. Pickard, Sr. 
Pickard Insurance Agency, Inc 
Kennett, Mo. 


Comments and suggestions from 
readers, concerning contents of the 
Journal or other pertinent subjects, 
are earnestly desired. Address all com- 
munications to: Editor, Journal of In- 
surance Information, 60 John Street, 
New York 38, N. Y. 
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